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Preface

Preface

1. Origin

For a long time, information of stock market, stocks, investors, the split share
structure reform, listed company and so on, just like surging tide, constantly attacking,
washing, shaking people’s brains and souls. Majority of the people around me have specula-
ted in the stock market but can hardly get rich by this way. I, as well, cannot resist the
temptation of the stock market and invest in it. With the motivation of value investment, I
tried to analyze and estimate the investment value of listed companies. That work has
helped me understand the complicated contents of investment value analysis and the diffi-
culty to study, but not the result that whether a certain public company has investment
value or not. For this reason, I decided to buy some books and study them. However,
there were very few books comprehensively, specifically, systematically showed the in-
vestment value of every listed company. Thus, I came up with the idea of writing a book,
a reference book which is suitable for investors to invest value; even better, an instructor
with a classified, comparative and quantitative conclusion, which can comprehensively,
specifically, systematically reflect the investment value of listed companies, help the in-
vestors (only refer to equity investor in this book) make investment decisions, meet the
needs of investors like me, as well as enterprises or other potential investors.

Modern science and technology and a fast-growing economy has brought people into an
age of big data. The positivist research using big data to study the connotation and essence
of specific economic object has epoch-making significance in the history. It is not only the
most effective way to solve big economic problems, but also the key to help people to ex-
plore economic internal regularity and find the opportunities available to rich. However, u-
sing relational databases to study such huge data cost too much time and money. Besides,
the technology of handling big data is hard for ordinary people to approach, especially the
individual users, meanwhile, the explosive growing information wait for no one, upda-
ting quickly. A study of IBM (International Business Machines Corporation) said that 90 %
of the data in the world today has been created in the last two years alone, and by 2020 da-
ta production rates will be 44x what they were in 2009. Thus, one of the top priorities we
are facing is how to handle and use big data.

The stock market is a place to finance for the fund raisers and investors. In the stock

market, to make a profit by providing funding, the investors will invest in the companies
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that have the largest investment value, while the fund raisers achieve their goals such as
expanding production and adjusting capital structure though securities market finan-
cing. Effective investment value analysis is of great significance for both investor and fund-
raiser. From the very beginning to now, China’s security market has a great development,
and the investment philosophy in it has gradually transformed into value investing. The
way to accurately analyze the intrinsic investment value of listed companies has become a
necessary task for investors and relevant managers. Choosing an investee with a good pros-
pect from so many listed companies, however, is not an easy task. There are many causes
of the difficulty to determine the value of an investment. Firstly, in the stage of gradually
mature of China’ s securities market, there are various factors that restrict the securities
market, changing rapidly. Besides, the companies in different industries and different sta-
ges of development have different emphases. What’ s worse, the investment value is un-
certain. A comprehensive quantitative analysis to investment value may solve problems of
inaccuracy and heavy, complicated procedure that a simple qualitative analysis brings. @In
fact, it is the core of the empirical analysis to come to a qualitative conclusion through
comprehensive quantitative analysis.

Financial reports are report files that reflect a company’ s situation such as financial
situation and operating results. For many years, the financial reports have drawn a lot of
criticism, but still play an irreplaceable role for investors to analyze company financial con-
dition, evaluate management performance, and estimate investment value. Analyze the in-
vestment value of listed companies through financial reports is of both theoretical signifi-
cance and practical value. An annual financial report of listed companies usually have in-
formative and detailed content, strong professional technology and tens of thousands of
words or even several hundred thousand. Whereas at the present stage in China, the pro-
fessional level of investors is still lacking, among them the people who are not profession-
als are mostly hard to understand the accounting information in the financial reports and
they generally pay professional organizations and consulting agencies for relevant informa-
tion. @Thus, it is necessary to process, organize, calculate, and analyze the information
in the financial reports, to reflect the investment value of a company and make it easy for
investors to read, understand, mastery and use.

In order to adapt to the needs of investors, facilitate capital financing, solve the prob-
lem of the growing financial data on the securities market and standardize the security mar-
ket, we took 2463 listed companies released by the China Securities Regulatory Commis-
sion in the first quarter of 2014 in Shenzhen and Shanghai for example, studying the in-
vestment value of listed companies in China. The more than 2000 listed companies were di-

@O ZHAO-ZHOU HAN, MING-JIE XIE. Evaluation Model and Empirical Analysis of Investment Value of Listed
Companies in China [J] . Journal of Central University of Finance and Economics, 2004 (11) .

@ YAN-PING LING. The study of false information disclosure of listed companies based on game theory [M] .
ChangSha: Hunan University Press, 2010.
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vided into 39 industries scientifically, shown in the table below. We use the data in the fi-
nancial statements in 2013, and selected evaluation index system of companies’ investment
value consists of 13 financial indexes which reflect the enterprises financial ability and val-
ue. In this paper factor analysis method, clustering analysis method and SPSS software
were utilized to analyze the investment value of listed companies in China, and a reasona-
ble list and classification was gained according to the score and its characters. The result
connecting with the practical situation, we come to a quantity and quality conclusion about
investment value, providing investors the reference that reduces the investment risks and
improve the return on investment.

Studying the listed companies’ investment value, direct investors to invest from a val-
ue standpoint, paying attention to the embedded value and future development of listed
companies, have many advantages. Firstly, it will help to solve the problem in financing
and investment of listed companies, especially dividend distribution. Secondly, in some de-
gree eliminate the investors’ discontent last for many years. Besides, it’ s benefit for the
stock market to absorb social spare funds particularly the savings deposits of urban and ru-
ral residents and then invest to the listed companies with embedded value and development
potential. What” s more, it can promote the effective allocation of social resources, as
well as the development of a more perfect, healthy and global stock market in China. Last
but not least, it can also help China draw in funds from the international investors, injec-

ting new vitality into the China’ s economic growth.

2. Constitute

This bookcan be sectioned into three parts. The first part of the book mainly analyzes
the problems existing in the China’ s stock market and listed companies and then puts for-
ward the measure, value investment. The fundamental content, methods and procedure of
listed companies’ investment value study are presented in this part as well. The second part
is the important of this book. The investment value of listed companies is analyzed in every
industry. Using the data in the financial statements in 2013, and referencing the informa-
tion in Flush database, we organized and calculated 13 financial indexes needed which re-
flect the enterprise’s financial ability and value. After modeling, factor analysis method,
clustering analysis method and SPSS software were utilized to analyze the investment value
of listed companies in China, and a reasonable list and classification was gained according
to the score and its characters. The result connecting with the practical situation, we come
to a quantity and quality conclusion about investment value, providing investors the refer-

ence that reduces the investment risks and improve the return on investment.
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The table of industry classification

Industry classification the CSRC published®

Industry Name and Amount used in the book

CSRC Industry| CSRC
Name and |Industry Sub-Industry Name Amount Industry Name Amount
Code Code
Agriculture, 01 | Agriculture 13
Forestry,
R 02 Forestry 5 Agriculture, Forestry,
Husbandry . 39
: 03 Husbandry 12 Husbandry and Fishery
and Fishery
(A) 04 Fishery 10
06 Coalmining and Dressing 20
07 Petroleum Andnatural Gas Extraction 4
08 Ferrous Metals Mining and Dressing 7
Mining (B) Mining 59
Non-ferrous Metals Mining and Dress-
09 | 21
ing
11 Mining Auxiliary Activities 7
13 Food Processing 37
Food Processing Industry 63
14 Food Manufacturing 17
- Wine, Beverage and Refined Tea Man- - Wine, Beverage and Re- -
ufacturing fined Tea Manufacturing
17 Textile 42
18 The Textile Clothing Industry 29 Textile and Garment
) 77
- Leather Fur Feathers and its Products i Manufacjturlng
and Footwear
5 Wood Processing and Wood Bamboo g )
Rattan Palm Grass Products Wool Preceathg ' and 14
Manufactur- Furniture Manufacturing
RIACIUL 21 Furniture Manufacturing 6
ing (C)
22 Paper Making and Paper Products 27
P Reconding. Medi A Regli Paper, Printing, Edu-
t ’ =
23 n.n mlgd ceording @ and Repn 7 cation, Sports Goods »
t t
PRV PR and Entertainment Man-
o Culture, Education, Sports Goods, Y ufacturing
and Entertainment Manufacturing
1 ! Petroleum Processing,
Petroleum Processing, Coking and Nu- )
25 i 18 | Coking and Nuclear Fuel 18
clear Fuel Processing ]
Processing
L i . Chemical Raw Materials
Chemical Raw Materials and Chemical .
26 183 | and Chemical Products 176

Products Manufacturing

Manufacturing

@ CSRC, industry classification results of listed company in the third quarter of 2014,

.40
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Continued Table

Industry classification the CSRC published

Industry Name and Amount used in the book

CSRC Industry| CSRC
Name and |Industry Sub-Industry Name Amount Industry Name Amount
Code Code
) ) Pharmaceutical Manufac-
27 Pharmaceutical Manufacturing Industry 145 . 139
turing Industry
) . . Chemical Fibers Manu-
28 Chemical Fibers Manufacturing 24 . 24
facturing
. . Rubber and Plastic Man-
29 Rubber and Plastic Manufacturing 57 . 50
ufacturing
o Non-metallic
30 Non-metallic Mineral Products 77 74
Mineral Products
31 Ferrous Metal Foundries and Presses 32 Ferrous and Non-ferrous
] metal  Smelting  and
32 Non-ferrous Metal Foundries and Presses| 45 . 125
Folling and Metal Prod-
33 Metal Products 41 ucts
. i General Equipment Manu-
34 General Equipment Manufacturing 102 . 96
facturing
Special Equipment Manu-
Manufactur- 35 Special Equipment Manufacturing 139 e X Equip 133
. " facturing
ing (C)
36 Automotive Manufacturing 85 Automotive Manufacturing 79
. . Railroad, Marine, Aero-
Railroad, Marine, Aerospace and other
i ) space and other Transpor-
37 Transportation Equipment Manufactur- 34 . . 32
. tation Equipment Manu-
ing )
facturing
- Electrical Machinery and Equipment 166 Electrical Machinery and .
Manufacturing Equipment Manufacturing
o Computers, Communica-
Computers, Communication, and other . .
39 ) . i 212 |tion, and other Electronic 209
Electronic Equipment Manufacturing . )
Equipment Manufacturing
40 Instrument Manufacturing 28 Instrument Manufacturing 27
41 Other Manufacturing 17 Other Manufacturing and
Waste Resource Ultiliza- 17
42 Waste Resource Utilization 1 tioh
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Continued Table

Industry classification the CSRC published

Industry Name and Amount used in the book

CSRC Industry| CSRC
Name and  |Industry Sub-Industry Name Amount Industry Name Amount
Code Code
i Production and Supply of Electric Pow- - Production and Supply of
er, Steam and Hot Water Electricity, Heat and 67
Utilities (D) | 45 | Production and Supply of Gas g | Ges
. Production and Supply
46 Production and Supply of Water 14 13
of Water
47 Housing 1
48 Civil Engineering Works Construction 49
Construction - ; .
B 49 Construction and Installation 1 Construction 65
Architectural Decoration and
50 17
other Construction
Wholesale and 51 Wholesale 70
) Wholesale and Retail 150
Retail (F) 52 | Retail 87
53 Railway Transport 3
54 Highway Transport 31
Transportation 67
Transporta- 55 Waterway Transport 33
tion (G) 56 Air Transport 11
58 Handling and Transportation Agency 2 Warehousing and
9
59 Warehousing 8 Postal Service
Hotel and
. 61 Hotel Industry 8 Hotel and Catering In-
Catering In- d 12
dustry (H) 62 Catering Industry 4 ustry
Telecommunication, Broadcast Televi-
Information 63 sion and Satellite Communications 11 Information  Transmis=
Transmission, Service ston Service 19
Software and
. 64 Internet and Related Service 14
Information
Service (1) Software and
e 65 Software and Information Service 112 ) 101
Information Service
66 Currency Finance Service 16
67 Capital Markets Services 19
Finance (J) Finance 43
68 Insurance 4
69 Other Finance Industry 4
Real Estate
K 70 Real Estate 144 Real Estate 129
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Continued Table

Industry classification the CSRC published Industry Name and Amount used in the book
CSRC Industry| CSRC
Name and | Industry Sub-Industry Name Amount| Industry Name Amount

Code Code

Leasi nd < :
casmng @ 71 Leasing Service 1 Leasing and Commerce
Commerce . 18
Service (LY 72 Commerce Service 23 Service
Seiantific Re- - Research and Experimental Develop- "
search  and ment Scientific Research and -
Technological Technological Services
Services (M) 74 Special Technical Services 10
Water Re- . X .
Ecological Protection and Environmen-
sources, En-| 77 . 9 .
tal Governance Water Resources, Envi-

vironment and

. » ronment and Public Fa- 26
Public  Facili- .
. . cilities Management
ties Manage- 78 Public Facilities Management 17
ment (N)
Education (P) 82 Education 1
Health and So- Education and P
cial Protection 83 Health Care 3 Health care
(Q
Culture, 85 Press and Publication 14
Sports and En- - - . Culture, Sports and En-

. 86 Broadcasting, Movie and Television 8 . 23
tertainment tertainment
(R) 87 Culture and Arts 2
Comprehensive . ) .

90 Comprehensive Industry 24 Comprehensive Industry 23
(S) Industry
Summation 2577 2466

In the study of each industry, the companies withspecial cases were indicated, such
as trading were suspended. Those with poor comparison, such as the one listed less than a
year, were eliminated. Finally we chose 2466 listed companies. Researchers of each indus-
try, collecting, organizing, calculating and using SPSS to deal with the data, are mainly
graduate students such as Ling-ling Qiu, Xin-ru Qi, Qun-fang Pan, etc. The specific situ-
ations see in the charters of each industry. In the third part, the practical operation method

and investment environment are studied.
3. Simplification

The first draft of this book was about 1.4 million words, which was too word-

y. Considering the study of each industry has the same analyzing factors, assumed condi-

070



